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LOWER FARM PRICES, INCOMES, LAND VALUES - 1950 
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If the unknown author of these lines were alive today he could no doubt add sev- 

eral more stanzas to his little poeem. There would be a stanza about potatoes and 
corn, and wheat, peanuts, cotton, butter, tobacco, turkeys, wool, turpentine, dried 
milk, eggs, and dozens of other farm products being purchased and stored by the 
Commodity Credit Corporation. 
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The dilemma in which the Department of Agriculture finds itself would be laugh- 
able if it were only something Lewis Carroll wrote about. However, rather than be- 
ing fanciful, it is fantastic, Instead of being imaginary, it is stark reality, 


Under the spur of high support prices the American cornucopia has poured forth 
a bewildering and overwhelming array of produce, During the past few years the 
bulging of government storage bins has been equalled only by the bulging bank ac- 
counts found in most rural sections, More recently, the Department of Agriculture 
has not only run out of storage space, but is rapidly running out of money, There is 
a good chance that before long our investment in overpriced farm products will ex- 
ceed $7.0 billion. This figure is twice the amount spent by the Federal government 
during the entire Civil War period, and as recently as 1938 our Federal government 
was operated for a whole year on less than this amount, 








The farm support program has historically been a series of evasions, Our 
present predicament did not come upon us suddenly. Its shadow was cast long ago. 


PRICES OF FARM PRODUCTS 
COMPARED WITH GENERAL COMMODITY PRICES 
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It has now maneuvered 
itself into a corner from 
which there is no easy ex~ 
it, The entire experience 
should be a shocking ex- 
ample of what can happen to any branch of a nation’s economy tnat falis into the 
hands of the planners, It would be difficult to find any government program that has 
been more consistently misplanned and mismanaged and it would be difficult to find 
a quotation to describe it more aptly than “As ye sow, so shall ye reap.” 


In the April 1949 Agricultural Bulletin we expressed the opinion that farm prices 


would move down but that there would AVERAGE INTEREST RATES 
be n erious collapse, After reach- ON FARM MORTGAGES 
ing a peak in 1948 with a yearly aver- 
f 188.3, the price of farm prod- 
lropped 12% to an index reading 
» for the year 1949, We believe 
drop will continue during 
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Chart 2 shows how the prices of farm products affect the value of farm lands, 
Naturally not all of the minor price changes are reflected by changes in the value 
of farm land, but the major trends of these two indexes harmonize rather closely. 


Chart 3 shows that the farm interest rate is still moving sideways at its near- 
record low level of 4.6%. This is the fourth year in a row that the interest rate on 
(4) FARM TAXES farm mortgages has been at this level, We have 

, een Bees been expecting this rate to start climbing slowly 
but so far it has not done so, We understand that 
farm financing is becoming more difficult, how- 
ever, and this year may see a slight rise in this 
rate, 


Chart 4, Although the interest rate on farm 
mortgages has not risen for several years, the 
tax per acre on farm lands continuesto rise steep- 


ly. Unfortunately, the figures on 1948 taxes are 














the latest available. The national “casi Wwcoud Via GOVERNMENT | 
average tax per acre during that -™“™P>“°™™ Sa 
year was 57¢, a 7-1/2@ rise over (yy TTT TTT 
the preceding year, The map on 
page 140 shows the average tax per 
acre by States in 1948, As can be 
expected, the States with very small, 
highly productive farms bear the 
highest tax per acre, They are: 
Massachusetts, $3.78 per acre, an 
increase of 9.4% over 1947; Con- .) | 
necticut, $2.87 per acre, up 7.5% | 
over 1947; and New Jersey, $2.81 
per acre, up 8.5% over 1947, The 
three high farm income States of 
Illinois, Iowa and California also 
experienced steep increases in tax- 

; per acre, with rises of 18%, 12% 


and 10%, respectively. 6 


Chart 5, Although cash income 
from farm . aaa and government payments dropped about 10% in 1949 from its 
1948 peak, it was still almost double the amount received in 1920 and stands as the 
third highest of any year in our history, being exceeded only by the two preceding 
years. This high rate of farm income is also more than three times as high as the 
1935-1939 average. 
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values showed an increase, As of January 1, 1950, this figure stood at 8.9%, which 
means that *The American Farm” is mortgaged to 8.9% of its value, Although this 
represents an increase over the 1949 ratio of 7.8% it is still lower than at any time 
prior to 1946. This low percentage of mortgages to total value, plus the low inter- 
est rate, is a powerful factor in the continued well-being of our farm economy. 


Chart 6. For the first time in 17 years the percentage of farm mortgages to farm 
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PERCENTAGE CHANGE IN DOLLAR VALUE OF FARM LAND 
~», BY 1948 TO NOV. 1949 —/__ 
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AVERAGE TAXES PER ACRE BY STATES IN 1948 
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The morteaged percentage will, no doubt, continue to rise for several years, but it 


will be due chiefly to the falling value of farm lands rather than to increased farm 
indebtedness. 


Chart 7. is a map which brings the changes in farm land values into sharper 
focus, Nation-wide the decline has been 6% from the November 1948 peak. A 
look at chart 7 will show that a good many States have eaperienced greater than 
6°) drops in the value of their farm lands, ‘Ihe biggest decreases have occurred 
in the West Coast States, while other sizable drops have been recorded in the Moun- 
tain States of Wyoming, Colorado and Montana. 


‘ handful of States shcwed increases during 1949 over their 1948 land values. 
New Jersey recorded the largest increase, 4%, while the average value of Illinois 
ind North Carolina farm lands increased 2% over their November 1948 level. lowa 


and Minnesota farm land increased 1% in value, and Missouri, Maryland and Louisi- 
ana recorded no change, 


\bove-average declines in farm land values have not been so prevalent in those 
States located east of the Mississippi River. The relatively unimportant (agricul- 
turally) States of New Hampshire and West Virginia had the largest drops in value 
of any of the Eastern States with declines of 9% and 10%, respectively. Among the 
big cotton-producing States of the South, Texas (10%) and Arkansas (8%) had the 
largest drops in the value of their farm lands. 


Chart 9 is alsoa map, It shows the average cash income received per farm by 


AVERAGE CASH INCOME FROM FARM MARKETING 
PER FARM BY STATES IN 1949 
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Arizona and Wyoming are among those 
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with the highest income per farm 
yund in the enormous size of their 


average farm - well over 2000 acres 
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th States, Other contributing factors 
far as Arizona is concerned are the 
y productive truck garden farms lo- 


cated in Maricopa County, one of the rich- 


est 


agricultural counties in the nation, and 


the large amount of rich new farm land 
being opened up by irrigation, Wyoming is 
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ne of the leading wool-producing 
sjlorado is among the nation’ 
ling wheat- and potato-producing 
ind also produces large quantities 
beef cattle and sugar beets. Ne- 
farms owe their large incomes to : : me 8 
imusual size and to the heavy produc- ey Me - aoe ae a) ae a ae eT ees 
{ beef cattle, California, of course, has virtually all types of farming ranging 
large cattle ranches down through cotton farms, citrus groves and some of the 
productive truck gardens in the country, Moving farther east we find that Iowa 
with their superlative production of corn, soybeans, cattle and hogs, earn 
to place that State near the top in cash income received, Delaware sells more 
hickens than any other State, and this accounts for the high cash income 
iby Delaware farmers, New Jersey is one of our most important productive 
vegetables and other truck garden crops, 


« cash income per farm took a rather severe drop in some States during 1949, 
wheat-producing States of North Dakota, Montana and Kansas suffered the 
t declines, with drops of 36%, 28% and 22%, respectively, below their 1948 
Mi iri farms received ap average cash income of 21% below their 
Alabama farms were off 20%: Connecticut farms, minus 19%; and in- 
comes of South Dakota and 
F FARM PROPERTY is Wisconsin farms were off 
‘+i+ 18%. These are only the 
1 large declines, Most of the 
q E other States also showed 
& drops in the cash income 
per farm during 1949, The 
only States that did not were 
Florida, where the average 

income per farm rose 17' 
over the 1948 figure; Ari- 
zona, plus 13% over 1948: 
Texas, plus 10%; and New 

Mexico, plus 9%. 
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necessarily take place, those States with the biggest drops in farm income should 
show the greatest shrinkage in farm land values during 1950. Conversely, Florida and 
perhaps Arizona farm land values may increase somewhat, This does not mean that 
| we recommend investing in Arizona or Florida farms with the idea of making a large 
| capital gain quickly. That type of operation is extremely speculative at present, 


Chart 10 shows gross farm income from 1929-1949, The record year was 1948 
as cash receipts from farm marketing, value of products retained on farms for 
home consumption and the rental value of farm homes combined to a total of $35 
billion, Virtually all of the 1949 decrease in gross income is accounted for by 
nearly $4 billion shrinkage in cash receipts from farm marketing, 


Chart 11, The value of all farm property on January 1, 1950, was estimated at 
$95.5 billion, a decrease of $4.0 billion from the value at the beginning of 1949, 
This value is higher than that of any other previous year and exceeds that of 1920 
by $15.2 billion, or 19%. 


Chart 12 shows the rising productivity of the agricultural worker in the United 
States from 1909 through 1948, Although this index will eventually reach a high 
plateau, it will probably go on increasing for many years before this leveling off 

tage is reached, The thin red line running through the swings of the blue line in- 
| dicates the rising trend of agricultural productivity, The small insert chart shows 
the output per man hour during 1948 in the various agricultural areas of the country. 
Both of these productivity charts are based on Department of Agriculture studies on 
| the production of various farm products 


PRODUCTIVITY IN AGRICULTURE 
OUTPUT PER WORKER 
UNITED STATES 1909 - 1948 
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